The most common method supporting investing on the capital market or making decisions on the real estate market is technical analysis. This article, however, focuses on the less popular fundamental analysis, the importance of which is increasing on internationals markets, especially fully-developed ones.
Introduction
Since the dawn of time, human beings have been trying to find their way in the surrounding world. Along with the birth of the economy, the understanding of some aspects of reality was considerably simplified thanks to the awareness of the value of its various elements, enabling their hierarchisation.
Comparing objects on the basis of their value makes sense only when this valuation is carried out in an objectified way. Appraisers aim at such a state by adjusting their workshop to certain standards in the form of frameworks and restrictions defined in advance. Nevertheless, the obtained types of real estate value (i.e. market or replacement value) are always -to a certain extent -tainted with subjectivism. These observations served as the foundation for expanding the scope of the research to look into new solutions.
Fundamental analysis, which has been functioning on capital markets since the 20 th century, may be an answer to a such determined problem. It results are not only in an economic forecast in the form of intrinsic value, presenting the true value of the item of valuation, but also leads to a better understanding of the processes occurring on the real estate market. This paper will present an attempt at answering the following question: is it possible to transfer fundamental analysis from the capital market to the real estate market?
Literature Review -Fundamental Analysis on Capital Markets and the Real Estate Market
Nowadays, the most common method supporting investing on the capital market or making decisions on the real estate market is technical analysis. In addition to predicting future prices, its aim is to indicate precise moments in the future when it will be worth to sell or buy. These actions are carried out every time with the assumption of repeatability, possible to observe in charts of schemes, according to which prices are subject to change; an assuption that prices vary under repetitively observable diagrammatic scenarios.
The article focuses, however, on fundamental analysis, which is gaining more and more importance on internationals markets, especially those fully-developed, balanced and of many-year traditions, where technical analysis is begeinning to play a secondary role (ŁUNIEWSKA, TARCZYŃSKI 2006, p. 71) .
David DODD and Benjamin GRAHAM, who were the first to describe the rules of this method of forecasting in their book Security Analysis, published in 1934, are considered to be the creators of fundamental analysis (NAZAROWA 2014, p. 290) . They are currently widely believed to be the most influential investment philosophers of all-time, who forever changed the theory and practice of this activity with their publication regarded as a kind of "bible of investing" (GRAHAM et al. 2009, p.v) .
Over the last 80 years, fundamental analysis has developed a number of methods of determining intrinsic value, that is the true value which the price of a particular venture is heading towards over a longer period of time. This analysis is a constantly evolving science, as evidenced by emergence of newer and newer valuation methods (BOROWSKI 2014, p. 10) .
Among the most famous advocates of fundamental analysis, in addition to GRAHAM and DODD, we should mention investors such as Warren E. BUFFETT (see: GRAHAM et al. 2009 , Peter LYNCH (see : LYNCH, ROTHCHILD 2000 LYNCH 2012) and Philip A. FISHER (see: FISHER 2015) . BUFFET alone with his policy of investment decision-making became an inspiration for a large number of authors (see : CALANDRO 2009; CUNNINGHAM 2001 CUNNINGHAM , 2003 HAGSTROM 2009; HAGSTROM et al. 2014) .
Nevertheless, fundamental analysis is not very popular among market analysts. SURDEL (2004, p. 95) remarks that, especially amidst beginner market participants, technical analysis is better acknowledged, mainly because of the ease of its use and high level of automatization, which does not require vast economic knowledge.
While technical analysis gives a framework for studying investors' behaviors, fundamental analysis provides a mechanism for evaluating the financial condition of a venture (HAFEZI et al. 2015, p. 197) . The essential difference between these two methods is summarized by MURPHY (1999, p. 5) : "The fundamentalist studies the cause of market movement, while the technician studies the effect."
Fundamental analysis is used for long-term predictions of values of future phenomena based on historical data and a set of other factors which may affect, in any way, the level of demand and supply (KRZYWDA 2010, p. 55) . Both measurable and non-measurable features (quantitative and qualitative factors) are included. According to DAMODARAN (2012, p. 6) , the main purpose and final result of its application is determining the the object's true value, the so-called fundamental (intrinsic) value.
This analysis is based on the assumption that it is possible to isolate a certain group of factors having a quantifiable influence on the intrinsic value, and to determine the scale of their impact on the formation of future market prices. This assumption is in opposition to technical analysis, which adopts an unlimited number of factors influencing the price level on the market, both fundamental and behavioural, as well as rational and irrational. That is why technical analysis is limited to assessing changes in currency exchange rates (PANFIL, SZABLEWSKI 2011, p. 108) .
In the case of the stock market, fundamental analysis is based on studying the economic bases of companies (BOROWSKI 2014, p. 9) , using financial statements and current information about the company to determine future values of its shares (HONG, WU 2016, p. 62; EDIRISINGHE, ZHANG 2008, p. 842; POMYKALSKA, POMYKALSKI 2008, p. 281) . In this analysis, investment profitability www.degruyter.com/view/j/remav vol. 24, no. 4, 2016 is determined on the basis of the financial condition of the company, its stability on the market and development perspectives (ŁUNIEWSKA 2008, p. 97) .
The foregoing premises unambiguously indicate that the scheme of conducting such a complex analysis is complicated, which is connected with the necessity of possessing appropriate qualifications and considerable prolongation of investment decision-making time.
In accordance with literature (HU et al. 2015, p. 537; BOROWSKI 2014, p. 30; PANFIL, SZABLEWSKI 2013, p. 112; JAJUGA, JAJUGA 2012, p. 149; KRZYWDA 2010, p. 55; ŁUNIEWSKA 2008, p. 98) , fundamental analyses are carried out in the following stages:
1. macroeconomic analysis of the environment, 2. sector (branch) analysis, 3. condition analysis, 4. financial analysis, 5. intrinsic value appraisal.
Macroeconomic Analysis of the Environment
Macroeconomic analysis of the environment consists of the observation of phenomena occurring in the economy, as well as its condition and fluctuations, to formulate forecasts regarding the rate of its development and to estimate the attractiveness of investing in a particular country (DĘBSKI 2012, p. 215) . In this case, global assessment of the economic and political situation, which can have a significant impact on domestic markets, should not be omitted (JAJUGA, JAJUGA 2012, p. 149) . This phase includes an analysis of typical macroeconomic indices (GDP growth rate, inflation, unemployment rate, interest rates), but also of non-measurable elements such as political stability, tax policy, rules of employment, scientific potential, infrastructure, the demographic situation or social-cultural habits.
The better the assessment results of a particular country's economic situation, the greater the investment attractiveness of its capital market. This is connected with a higher ability to generate income and to fulfil commitments undertaken by the companies (PANFIL, SZABLEWSKI 2013, p. 112).
Sector (Branch) Analysis
Sector (branch) analysis means an examination of a group of similar sectors in terms of qualitative factors typical for them, among which BOROWSKI (2014, p. 32) lists:
 historical and expected returns on investments,  level of risk associated with investments,  sensitivity to the economic situation,  position on the map of the life-cycle of the industry (start, growth acceleration, maturity and decline),  scale, directions and pace of changes along with their causes,  recipients' response to changes of prices and quality of products,  level of market saturation,  price elasticity of demand. To the above set, DĘBSKI (2012, p. 216) adds statistical data and indices regarding, in particular: "sales, profit, paid dividend, salaries, capital structure, investment profitability, but also applied technology, innovations, accessibility to raw materials, law."
The main aim of this analysis is to determine the magnitude of the influence of the environment and its relevant changes on the economic results and development opportunities of a specific business venture (PANFIL, SZABLEWSKI 2013, p. 113).
Situation Analysis
Situation analysis results in the evaluation of a business venture in comparison with the entire business sector, determining the level of profitability (BOROWSKI 2014, p. 35) , its competitive position, and the company's market share and prospects for its possible increase or decrease in the future (PANFIL, SZABLEWSKI 2013, p. 114) .
Situation analysis is executed mainly on the basis of non-financial aspects (so-called soft factors), such as: strategy and development prospects, barriers to entering the market, difficulty with acquiring new distribution channels, the number of suppliers and consumers, product specification and the www.degruyter.com/view/j/remav vol. 24, no. 4, 2016 possibility of its substitutes appearing, quality of management and employees, intellectual capital, applied technology and innovation capacity, loyalty of consumers and social reputation (BOROWSKI 2014, p. 35; PANFIL, SZABLEWSKI 2013, p. 114; OSTROWSKA 2007, p. 120; JAJUGA, JAJUGA 2012, p. 150) .
Under condition analysis, SWOT analysis is commonly used, examining the strengths and weaknesses of a venture as well as opportunities and threats resulting from the environment it exists in, dividing them into internal and external factors. Unequivocal estimation of the level of impact such information has on intrinsic value is not possible, however, as no accurate algorithms for the procedure have been developed as of yet. Determining the importance of these factors, even as an approximation, can contribute to objectivizing processes of intrinsic value appraisal.
Financial Analysis
Financial analysis, on the other hand, is based mainly on quantitative data and evaluates the overall performance of a business (its economic and financial condition) on the basis of data from published reports (prospectus, periodical reports, balance sheets, profit and loss account, cash flow statement, statement of changes in equity, minutes of management board meetings and control protocols) and factors influencing these results. As PANFIL, SZABLEWSKI (2013, p. 133) notice, apart from the abovementioned sources, at this stage, information obtained during interviews and external materials referring to the company's environment are used as well.
This analysis takes into account not only the circumstances influencing a company's situation at a given moment but also their trends over time (RITCHIE 1997, p. 19) . It most frequently involves two stages:
1. preliminary (balance sheet) analysis -examining the structure by the analysis of elements of financial statements (PANFIL, SZABLEWSKI 2013, p. 115): 1) vertical (static) -the structure of assets (percentage of particular assets) and sources of their financing at the analyzed moment; 2) horizontal (dynamic) -the direction and dynamics of changes of particular assets in comparison with their previous values; 2. ratio analysis -calculation and interpretation of economic and financial indices (ratios): liquidity, leverage, activity (productivity), profitability, market value -on the basis of information included in reporting documents to synthetically characterize a selected company and its economic activity. According to BOROWSKI (2014, p. 38) , assigning ratios to particular groups is accomplished on the basis of relations occurring between them. Becoming acquainted with these relations greatly facilitates the carrying of analyses and the further valuation of a venture (e.g. during company valuation using methods of multipliers).
Ratio analysis consists of (http://bossa.pl/edukacja/AF/, available at 21.07.2015): 1. trend analysis -comparison of the same ratios over a couple of periods of time; 2. comparative analysis -comparison of ratios calculated for a given company with ratios calculated in the same way for similar companies or averages for the sector (industry) in the same period of time.
Intrinsic Value Appraisal
The final result and the main purpose of fundamental analysis is the appraisal of a chosen asset's intrinsic value. The term "intrinsic value" was used for the first time in 1848 by William ARMSTRONG in a brochure Stock-Jobbing in Wall Street (ARNOLD 2010, pp. 88) . Putting it more simply, value is either a function of a venture's assets or a derivative of generated income in the form of cash flows, profits or dividends (PANFIL, SZABLEWSKI 2013, pp. 119) . In specialist literature, it is defined as presented in Table 1 . The above differences and market imperfection influence the fact that, in the community of analysts and investors, it is assumed that prices hardly ever reflect true value; they rather fluctuate around some hypothetical value, which is the fundamental value (GAO, LI 2011, p. 376). Still, the sources of this deviation remain contentious (HONG, WU 2016, p. 62). As MALINOWSKA (2012, p. 31) and GRAY et al. (2003, p. 84) remark, fundamental analysis relies on the assumption that, in longer periods of time, the market will aim, through self-regulation, towards reaching equilibrium, hence market price and intrinsic value will gradually converge; or the longer the time over which the venture is exercisable on the market, the higher the probability of its price reaching this value (ARNOLD 2010, p. 205) .
The long-term approach to appraisal will also allow to eliminate random factors from the process of price formation. Economic factors will then be of crucial importance (DĘBSKI 2012, p. 215) . If a forecast of future price movements is not based on fundamentals, it will have no predictive power (BONENKAMP et al. 2011, p. 842) .
Intrinsic value is subject to constant changes as a result of accompanying changes in the economy and the company's strategy; nevertheless, it is objective, contrary to capital market appraisal, which also includes subjective factors and is of a speculative nature (PANFIL, SZABLEWSKI 2011, p. 27) . "Intrinsic value can never be precisely calculated; it will always be an estimate. We are dealing with future events about which it is impossible to be certain" (ARNOLD 2010, p. 205) .
Finally, after estimating the intrinsic value, under fundamental analysis, its comparison with the price of a particular asset ensues. The result of such a comparison is giving one of the following recommendations (BOROWSKI 2014, p. 39; GRAY et al. 2003, p. 87; MURPHY 1999, p. 5) :
 "buy" -advisable in the case of the intrinsic value being higher than market price (undervaluation),  "sell" -if intrinsic value is lower than market price (overvaluation),  "hold" -if the obtained difference is insignificant and shares are very promising for the future and have strong fundamentals.
Data and Methods
Taking into account the interdisciplinary character of fundamental analysis and the fact that it has not yet been the subject of more thorough studies on the real estate market, especially in Poland, the following article will represent only an introduction to the subject-matter related to it, and a presentation of preliminary guidelines for further research.
The main purpose of the study will be to determine fundamental factors for the real estate market in synergistic processes of price variations, basws on a thesis assuming the existence of a group of factors regarded as fundamental.
As DĘBSKI (2012, p. 216) remarks, in order to receive correct results of a conducted fundamental analysis and to consider them reliable, 3-to-5-year time series, additionally covering comparable periods, should be used. In the case of data on Polish companies, this requirement is rather difficult to fulfil, however the authors of the article presume that collecting proper information about real estate should be less problematic.
Therefore, the study conducted by the authors of the article will apply to a 10-year time horizon, initially covering a local real estate market (Olsztyn), to later expand to the regional market (WarmiaMasuria Province).
Empirical Results

Basic Research Premises
Research related to fundamental analysis on the real estate market would be carried out in three areas (see: Fig. 1.) :
 informative: analysis of scientific data sources (databases, price and value register, Central Statistical Office of Poland, National Bank of Poland, Geographic Information System, others);  substantive: methodology of real estate sector fundamental analysis (action theory);  instrumental: methodology of real estate sector fundamental analysis (executive practice). The subject-matter of fundamental analysis will be examined on three main levels: www.degruyter.com/view/j/remav vol. 24, no. 4, 2016 1. analysis of real estate market system fundamentals (basics) resulting in the identification and systematization of fundamental factors connected with the closer and further environment of real estate, 2. actual fundamental analysis of a selected market/sector/group/real estate, providing suitable tools for the final phase, which is: 3. appraisal of the fundamental value of the real estate. 
Fundamental Analysis on the Real Estate Market
Fundamental analysis is comprehensively described for capital markets (equity or currency exchange markets). On the basis of this information, an attempt will be made to transfer and build on the existing principles in regards to the real estate market. This approach has been presented in the Fig. 2.   Fig. 2 . Transfer of fundamental analysis from capital markets to the real estate market. Source: own study. 
FUNDAMENTALS
Fundamental Factors
Obtaining correct results is mainly dependent on properly carrying out the first stage of fundamental analysis -the isolation of exterior factors influencing the forces of supply and demand, known as fundamental factors. They do not determine the temporary behaviors of these two elements of the market mechanism, however, their role in longer periods is dominant. The company's condition and, therefore, its fundamental value, do not change drastically (KRZYWDA 2010, p. 57) . Despite the substantial impact of fundamental factors on valuation, they are most frequently difficult to measure in the language of mathematics or by econometric models (BOROWSKI 2014, p. 10) . Their influence on the value or price of real estates has been presented in the Fig. 3.   Fig. 3 . Influence of fundamental factors on real estate value/price. Source: own study.
Exterior factors, considered in points or sectors, can be divided into the following groups (Fig. 4.) : Fig. 4 . Types of fundamental factors on the real estate market. Source: own study.
The following can be considered as exemplary fundamental factors on the real estate market (ŁASZEK, et al. 2009, p.  administrative barriers prolonging the process of obtaining a construction permit,  accessibility of building areas with full amenities,  spatial planning system,  quality of taxation instruments,  housing and building policies,  costs of construction and installation,  competition between domestic and foreign markets. Aside from finding and defining suitable fundamental factors, another problem that is likely to occur while conducting this phase of the analyses is assigning adequate weights to particular factors, depending on their influence on the fundamentals, including both on the real estate and capital markets (PANFIL, SZABLEWSKI 2013, p. 133) .
Fundamental Analysis
The next phase of the research is the actual fundamental analysis of a selected sector/group/real estate. The course of the entire process, realized according to the "top-down" rule, can be reduced to the following steps:
1. macroeconomic analysis of the environment -determination of factors positively or negatively influencing the development of the economy in the country where the analyzed real estate is located, 2. sector analysis -examination of a group of similar sectors/real estates by analyzing qualitative factors characterizing a particular sector which create an additional opportunity for development, 3. analysis of a real estate's general condition-familiarization with all of the available information about a real estate to rate it in comparison with the whole sector, taking into account mainly non-financial aspects and performing a SWOT analysis, which evaluates the strengths and weaknesses of the real estate, along with opportunities and threats arising from the environment it exists in, 4. financial analysis of the real estate -rating the overall operation of a real estate and its life-cycle on the basis of suitable indices intentionally designed for this purpose, prepared from data available for the real estate. Every phase of this analysis requires the analyzed real estate to be considered from three points of view: subjective (market participants), objective (market/segment/real estate) and systemic (relations between interconnected elements).
Only a comprehensive analysis of the information described above on all three levels can ensure obtaining proper results and drawing correct conclusions, and, most importantly, the objective appraisal of a chosen real estate's fundamental value.
Fundamental Value
Every appraisal, as the effect of subjective assumptions made by its authors, can never be considered as completely precise. Nevertheless, fundamental analysis aims to achieve maximal objectification of such valuation results. Its ultimate goal is the appraisal of so-called intrinsic value (termed "fundamental value" by the authors of the article when referring to real estate), meaning a true (objective, fair) value of the appraised object, uninfluenced by demand and supply, as opposed to the market value (being a consequence of market imperfection).
In literature, a definition according to which the fundamental value of a real estate is "a combination of the physical fabric of the building, environmental amenities, location, public services, marketing image, occupancy rate, and the availability of financing" can be found (BIBISH, KEENAN 2005, p. 47) . Another source, on the other hand, states that it is a sum of discounted future rents, equal to actual rents or rents averaged by the market (HOTT, MONNIN 2008, p. 429) .
In the case of investment decision-making, fundamental value is compared to the price of a real estate. Real estate with prices lower than the intrinsic value (undervalued ) should be bought, www.degruyter.com/view/j/remav vol. 24, no. 4, 2016 and those with higher prices (overvalued ) should be sold. The relationship between fundamental value and market price has been presented in Fig. 5 .
Similarly to real estate valuation, choosing the method of a venture's appraisal is also mainly dependent on the purpose for which it is being carried out. However, as far as estimating a company's value, the best option appears to be the income method (PANFIL, SZABLEWSKI 2013, p. 120) , whereas, in case of real estate, there are no suitable procedures of fundamental value appraisal as of yet.
The estimated fundamental value of a real estate entails a wide range of applications. Apart from economic forecasting or use in the analytical sector (ratings), as a maximally objective value, it would fit perfectly into diverse administrative tasks, being an excellent basis for charging all kinds of taxes related to real estate. What is more, fundamental analysis can be applicable in the case of objects for which a secondary market does not exist or which are not the subject of market trade (PANFIL, SZABLEWSKI 2011, p. 108) .
Fig. 5.
Fundamental value of real estate versus its market price. Source: own study.
Discussion and Conclusions
On the basis of above-mentioned information, the following conclusions can be formulated:
1. Fundamental analysis is an analytical method with considerable development potential. The fundamental approach, along with behavioral and random factors, will enable a full understanding of the real estate market and the mechanisms controlling it. 2. The application of this analysis on the real estate market, however, requires the formulation of suitable standards for determining fundamental factors and assigning weights to them, formulating and calculating economic and financial indices, as well as methods and instruments of fundamental value appraisal. This can be achieved by basing off of existing principles referring to companies as well as a thorough observation of local and regional real estate markets in a longer period of time. 3. Issues related to this field and capability of its application on real estate market will comprise the main subject-matter of the research conducted by authors of the article in the future. 
